INDUSTRY   AND   FINANCE
by local authorities in this country. In the U.SJS.R., since
there is no public market and therefore no competitive
price for capital, the rate of interest charged is an arbitrary
one. A loan at i per cent per annum is only one step
removed from an outright grant. I attempted, in vain, to
discover why i per cent was the rate charged for the long
period loans or why, if some enterprises could be approved
as borrowers at i per cent, other enterprises, perhaps not
quite so desirable on social grounds, should not be allowed
to borrow at rather higher rates. In any case, such loans
are closely controlled from the centre; they fall within the
plan for the year, and, although they perhaps give some
. flexibility of action to the local authority, it is strictly limited*
Of the capital investments coming within the Mossoviet
budget in 1936, about 13 per cent consisted of credit raised
through the Tsekombank or the City Communal Bank which,
for this purpose, acts as the agent of the Tsekombank.
For the greater part of the extraordinary capital expendi-
ture of Mossoviet direct and non-repayable grants are made
from the state. Thus, although the local industries, either
directly or through the city budget, may plough back profits
into extensions, the cost of building new factories for local
industries would in many cases be met by the state. I was
told that the new gas-works and clothing factories now being
erected in Moscow were to be wholly financed by the state.
The Metro is being paid for in the same way. It is perhaps
understandable that such enterprises as the new Palace of
Soviets, the Academy of Science, the Moscow section of the
Moscow-Volga Canal, and the Lenin Library should be
financed wholly by the state, but the state also makes itself
financially responsible for construction and services which
will be administered by Mossoviet and enjoyed only by the
inhabitants of the city. It is very important to realize the
degree of this state financing within Moscow- In 1936
the total capital investment falling within the Mossoviet
budget was 630 million roubles. The total capital invest-
ment in all enterprises (industrial, commercial, and cultural)
in the city of Moscow in that year was about 3,000 million
roubles.
I was not able to obtain any satisfactory information as
to the principle observed by the state in making its. direct
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